
COMMONWEALTH O F  KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

* * * * 

In t h e  Matter of: 

APPLICATION OF BIG RIVERS ELECTRIC 
CORPORATION TO AMEND T H E  ORDER I S S U E D  
NOVEMBER 1 3 ,  1980,  I N  C A S E  NO.  7990 
BY AUTHORIZING B I G  R I V E R S  E L E C T R I C  
CORPORATION‘S BORROWING O F  PROCEEDS 

KENTUCKY V A R I A B L E  RATE DEMAND 

SERIES 1985 (BIG RIVERS E L E C T R I C  
CORPORATION P R O J E C T ) ,  AND EXECUTION 
OF DOCUMENTS E V I D E N C I N G  SUCH DEBT 

OF UP TO $83,300,000 COUNTY OF OHIO, 

POLLUTION CONTROL REFUNDING BONDS,  

O R D E R  

On O c t o b e r  1 8 r  1 9 8 5 ,  B i g  R i v e r s  Electric Corporation (“Big 

Rivers”) filed a motion to further amend the  Order e n t e r e d  

November 1 3 ,  1 9 8 0 ,  i n  Case No. 7990,l h e r e t o f o r e  amended by Orders  

dated October 6 ,  1982, November 19, 1982, and June 29, 1983.  The 

Commission, for a d m i n i s t r a t i v e  purposes, a s s i g n e d  a new case 

number t o  t h e s e  p r o c e e d i n g s .  The amendment now proposed by Big 

Rivers is to refund $82,500,000, County of Ohio, Kentucky, 7 1/4 

P e r c e n t  Pollution Control I n t e r i m  Ronda Series 1 9 8 2  ( B i g  R i v e r s  

Electric Corporation Project). As grounds for its m o t i o n  h e r e i n ,  

B i g  Rivers stated that it does n o t  have the  funds to pay t h e  1982 

Bonds, neither FFB nor REA l o a n s  are available ( R E A  having 

The Application of B i g  Rivers Electric Corporation to Borrow 
$1,110,740,000 and to Issue A p p r o p r i a t e  E v i d e n c e  of 
Indebtedness to Secure that Debt. 



declined to make f u r t h e r  a d v a n c e s  u n d e r  i ts  l o a n  c o m m i t m e n t  f o r  

c o n s t r u c t i o n  of the D. B. W i l s o n  S t a t i o n  or f o r  payment o f  the 

1982 B o n d s ) ,  a n d  B i g  Rivers r e q u e s t s  Commiss ion  a u t h o r i t y  a n d  

a p p r o v a l  to borrow u p  to $83,300,000 from Ohio C o u n t y  u n d e r  t h e  

F i n a n c i n g  Plan more f u l l y  d e s c r i b e d  i n  t h e  a p p l i c a t i o n  and 

e x h i b i t s  for  r e f u n d i n g  t h e  1982  Bonds with proceeds of County of 

O h i o ,  K e n t u c k y  V a r i a b l e  Rate  Demand P o l l u t i o n  C o n t r o l  R e f u n d i n g  

Bonds,  Series 1985 ( B i g  Rivers E l e c t r i c  C o r p o r a t i o n )  ( " t h e  1985 

Bonds" 1 .  

I n  order t o  r e f u n d  t h e  1 9 8 2  Bonds ,  M a n u f a c t u r e r s  Hanover 

T r u s t  Company ( " M a c u f a c t u r e r s " )  w i l l  p a y  t h e  1 9 8 2  Bonds  at t h e i r  

m a t u r i t y  p u r s u a n t  to  M a n u f a c t u r e r s '  I r r e v o c a b l e  L e t t e r  of C r e d i t  

d a t e d  November 24 ,  1982.  O h i o  C o u n t y  w i l l  t h e n  issue and sel l  the 

1985 Bonds, a n d  w i l l  l e n d  a por t ion  of t h e  p r o c e e d s  of t h e s e  b o n d s  

t o  Big Rivers upon  d e l i v e r y  by Big R i v e r s  of its p r o m i s s o r y  note 

p a y a b l e  to O h i o  Coun ty .  Big R i v e r s  w i l l  u s e  t h e  money t h u s  

bo r rowed  by it  t o  reimburse M a n u f a c t u r e r s  f o r  payments made by it 

on t h e  1982 Bonds. The d i f f e r e n c e  between t h e  $ 8 2 , 5 0 0 , 0 0 0  

r equ i r ed  t o  refund the 1982 Bonds and  the $83,300,000 p r o c e e d s  of 

the 1985  B o n d s ,  or  $800,000,  w i l l  be u s e d  t o  p a y  t h e  cost of t h e  

r e f u n d i n g  of t h e  1 9 8 2  Bonds a s  shown i n  E x h i b i t  5 h e r e t o .  

The  1985 Bonds w i l l  be issued by Ohio C o u n t y  p u r s u a n t  to  

KRS 103.200 t h r o u g h  103.285, i n c l u s i v e  (the " A c t " ) .  They w i l l  

bear i n t e r e s t  i n i t i a l l y  a t  a v a r i a b l e  ra te  w h i c h  shall be t h e  

lesser of (a) 13 p e r c e n t  p e r  annum or  (b) a r a t e  d e t e r m i n e d  by the 

R e m a r k e t i n g  Agent and approved by Big R i v e r s  as be ing  t h e  r a t e  

n e c e s s a r y  t o  r e m a r k e t  t h e  1 9 8 5  Bonds i n  a s e c o n d a r y  m a r k e t  
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t r a n s a c t i o n  a t  p a r ,  p l u s  a c c r u e d  i n t e r e s t ,  b u t  n o t  more t h a n  1 1 0  

percent o f  a v a r i a b l e  r a t e  i n d e x  b a s e d  o n  s a l e s  o f  91-day U.S. 

T r e a s u r y  b i l l s .  

B i g  Rivers w i l l  have  t h e  o p t i o n  u n d e r  c e r t a i n  c o n d i t i o n s  to  

c o n v e r t  t h e  i n t e r e s t  r a t e  p a y a b l e  o n  t h e  1985 Bonds t o  a f i x e d  

r a t e  not less t h a n  30 nor more t h a n  60 days  from t h e  d a t e  of 

notice of s u c h  conversion. 

The  1985 Bonds w i l l  be d a t e d  a s  o f  t h e  d a t e  of i s s u e ,  w i l l  

be p a y a b l e  o n  demand,  o r  s u b j e c t  t o  m a n d a t o r y  r e d e m p t i o n  upon 

e x p i r a t i o n  of t h e  s u p p o r t i n g  l e t t e r  of c r e d i t  a n d  a n y  r e n e w a l  

t h e r e o f ,  and  w i i l  m a t u r e  i n  a n y  e v e n t  o n  October 1, 2015.  

The 1985 Bonds w i l l  be p a y a b l e  f rom and  s e c u r e d  by  pledge 

of r e v e n u e s  d e r i v e d  by O h i o  C o u n t y  by p a y m e n t s  f r o m  B ig  Rivers o n  

i ts  p r o m i s s o r y  n o t e  t o  O h i o  C o u n t y ,  and  by  o t h e r  f u n d s  p l e d g e d  f o r  

s u c h  payment .  Payment  of t h e  p r i n c i p a l  of t h e  bonds a n d  i n t e r e s t  

accrued t h e r e o n  w i l l  a l s o  be s u p p o r t e d  by an  i r revocable  l e t t e r  of 

c r e d i t  i s s u e d  by M a n u f a c t u r e r s  w i t h  a n  i n i t i a l  t e r m i n a t i o n  d a t e  of 

October 1 5 ,  1987.  

The 1 9 8 5  Bonds s h a l l  be sub jec t  t o  r e d e m p t i o n  a t  t h e  o p t i o n  

of Ohio C o u n t y  d u r i n g  t h e  V a r i a b l e  Rate Period o n  a n y  i n t e r e s t  

payment  d a t e .  I f  t h e  b o n d s  are  c o n v e r t e d  t o  f i x e d  r a t e  i n t e r e s t  

p a y m e n t s ,  t h e y  may be  redeemed at c e r t a i n  t i m e s  a t  a r e d e m p t i o n  

p r ice  e q u a l  t o  t h e  p r i n c i p a l  a n d  acc rued  i n t e r e s t  o n  t h e  b o n d a ,  

plus a p r e m i u m  of 3 p e r c e n t  d u r i n g  t h e  f i r s t  1 2  m o n t h s  t h e  bonds 

are  s u b j e c t  t o  r e d e m p t i o n ,  and  d e c l i n i n g  1.0 percent  f o r  e a c h  1 2  

m o n t h s  t h e r e a f t e r  u n t i l  t h e  premium e q u a l s  z e r o .  
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Continental Illinois National Bank & Trust Company of 

C h i c a g o  ( " C o n t i n e n t a l " )  w i l l  be t h e  T r u s t e e  u n d e r  t h e  bond 

i n d e n t u r e .  I t  w i l l  r e c e i v e  r e a s o n a b l e  c o m p e n s a t i o n  f o r  services 

r e n d e r e d  and  r e i m b u r s e m e n t  for o u t - o f - p o c k e t  e x p e n s e s .  

B i g  R i v e r s  w i l l  p u r c h a s e  f r o m  M a n u f a c t u r e r s  and  d e l i v e r  t o  

t h e  T r u s t e e  c o n c u r r e n t l y  w i t h  t h e  i s s u a n c e  of t h e  1985 Bonds ,  

M a n u f a c t u r e r s '  I r r e v o c a b l e  T r a n s f e r a b l e  S t a n d b y  L e t t e r  of C r e d i t  

i n  t h e  amount of $ 8 3 , 3 0 0 , 0 0 0 ,  €or w h i c h  B i g  R i v e r s  w i l l  p a y  

M a n u f a c t u r e r s  a n  a n n u a l  c o m m i s s i o n  e q u a l  t o  0.75 percent  per annum 

o n  t h e  amount  f rom t i m e  to  t i m e  a v a i l a b l e  f o r  d r a w i n g  u n d e r  t h e  

L e t t e r  of C r e d i t .  B ig  R i v e r s  will a l s o  p a y  M a n u f a c t u r e r s  a 

c los ing  fee equal t o  0.2 percent of t h e  p r i n c i p a l  amount of t h e  

1985 Bonds.  

M a n u f a c t u r e r s  will ac t  a s  R e m a r k e t i n g  A g e n t  f o r  t h e  1985 

B o n d s  for w h i c h  B i g  R i v e r s  w i l l  pay 1/8 of 1 p e r c e n t  per annum o n  

the p r i n c i p a l  amount  of 1985 Bonds  o u t s t a n d i n g  p r i o r  t o  t h e  d a t e  

of conversion from a variable to a fixed rate, and an amount to be 

a g r e e d  upon for r e m a r k e t i n g  t h e r e a f t e r ,  p l u s  r e i m b u r s e m e n t  €or 

o u t - o f - p o c k e t  e x p e n s e s .  

The l a w  f i r m  of Mudge R o s e  G u t h r i e  A l e x a n d e r  & F e r d o n ,  of 

New York C i t y ,  w h i c h  acted as Bond C o u n s e l  for t h e  1 9 8 3  Bonds ,  

w i l l  ac t  a s  Bond C o u n s e l  fo r  t h e  1985 Bonds a t  a f e e  of $180,000. 

By l e t t e r  d a t e d  O c t o b e r  3, 1 9 8 5 ,  a d d r e s s e d  to  Fiscal C o u r t ,  

C o u n t y  o f  O h i o ,  K e n t u c k y ,  and  t o  B i g  R i v e r s  E l e c t r i c  C o r p o r a t i o n ,  

M a n u f a c t u r e r s  committed i t s e l f  t o  a p r i v a t e  p l a c e m e n t  of t h e  1985 

B o n d s .  
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Big Rivers h a s  been a d v i s e d  b y  M a n u f a c t u r e r s  t h a t  t h e  

i n i t i a l  v a r i a b l e  i n t e r e s t  ra te  o n  t h e  1985 Bonds w i l l  p r o b a b l y  be 

b e t w e e n  5.75 p e r c e n t  and  6.25 p e r c e n t  p e r  annum, based o n  m a r k e t  

c o n d i t i o n s  as of October  1 5 ,  1985. I f  t h e  1 9 8 2  Bonds are n o t  

r e f u n d e d ,  B i g  R i v e r s  w i l l  be o b l i g a t e d  u n d e r  S e c t i o n  2 .01  of t h e  

Re imbursemen t  Agreement  of November I, 1 9 8 2 ,  t o  p a y  i n t e r e s t  o n  

$82 ,500 ,000 a t  a v a r i a b l e  r a t e  e q u a l  t o  2 p e r c e n t  a b o v e  t h e  p r i m e  

i n t e r e s t  r a t e  of M a n u E a c t u r e r s ,  o r  11.5 p e r c e n t  p e r  annum, based 

o n  t h e  p r e s e n t  p r i m e  r a t e  of 9 . 5  p e r c e n t  p e r  annum. R i g  R i v e r s ,  

t h e  REA, M a n u f a c t u r e r s  and  I r v i n g  T r u s t  Company a r e  c o o p e r a t i n g  i n  

e f f o r t s  to  s o l v e  B i g  R i v e r s '  f i n a n c i a l  problems. 

The  Commiss ion  is of t h e  o p i n i o n  and  f i n d s  t h a t  t h e  

r e f i n a n c i n g  of t h e  1982 Bonds and  Big R i v e r s '  e x e c u t i o n  o f  t h e  

P r o m i s s o r y  Note i n  t h e  p r i n c i p a l  sum o f  $83,300,000 are  €or l a w f u l  

objects  w i t h i n  t h e  c o r p o r a t e  p u r p o s e s  o f  B i g  R i v e r s ,  a re  neces- 

s a r y  or a p p r o p r i a t e  or c o n s i s t e n t  w i t h  t h e  p r o p e r  p e r f o r m a n c e  by 

Big R i v e r s  of its s e r v i c e  t o  t h e  p u b l i c ,  w i l l  n o t  impair  B i g  

R i v e r s '  a b i l i t y  t o  p e r f o r m  t h a t  s e r v i c e ,  a n d  are r e a s o n a b l y  

n e c e s s a r y  and  a p p r o p r i a t e  for s u c h  purposes upon t h e  g r o u n d s  a n d  

for t h e  r e a s o n s  h e r e i n  s t a t e d .  

IT IS  THEREFORE ORDERED t h a t :  

1. The F i n a n c i n g  P l a n  as o u t l i n e d  h e r e i n  be and i t  

h e r e b y  is a p p r o v e d ;  

2. Big R i v e r s  be and it hereby is  authorized to 

e x e c u t e  and  d e l i v e r  a l l  of t h e  d o c u m e n t s  d e s c r i b e d  i n  t h e  

F i n a n c i n g  Plan: 
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3. B i g  R i v e r s  is f u r t h e r  a u t h o r i z e d  t o  e x e c u t e  a n d  

d e l i v e r  all other  d o c u m e n t s  n e c e s s a r y  o r  c o n v e n i e n t  to  t h e  consum- 

m a t i o n  of t h e  F i n a n c i n g  P l a n ,  a n d  t o  do a l l  a c t s  a n d  t h i n g s  a s  may 

be n e c e s s a r y  or  d e s i r a b l e  or  c o n v e n i e n t  to  c a r r y  o u t  t h e  F i n a n c i n g  

P l a n  and t h e  d o c u m e n t s  descr ibed  h e r e i n ;  

4.  The P r o m i s s o r y  Note e x e c u t e d  and  d e l i v e r e d  by  Big 

R i v e r s  E lec t r i c  C o r p o r a t i o n  to  C o u n t y  of O h i o ,  K e n t u c k y ,  s h a l l  n o t  

e x c e e d  t h e  t o t a l  p r i n c i p a l  sum of $83,300,000, and  s u c h  n o t e  and  

the proceeds t h e r e o f  s h a l l  be used o n l y  for t h e  l a w f u l  purposes  

spec i f i ed  h e r e i n ;  

5 .  W i t h i n  4 5  days a f t e r  t h e  s a l e  o f  t h e  1 9 8 5  Bonds ,  

B i g  R i v e r s  E lec t r i c  C o r p o r a t i o n  s h a l l  f u r n i s h  t h e  Commiss ion  w i t h  

a c o p y  of t h e  c o m p l e t e d  documents s e t t i n g  f o r t h  t h e  bond s a l e  and 

t r a n s f e r  of funds, t h e  g r o s s  p r i c e  p a i d  by t h e  p u r c h a s e r s ,  t h e  

amount  bo r rowed  by  B i g  R i v e r s  E lec t r ic  C o r p o r a t i o n ,  and  a l i s t i n g  

of a l l  e x p e n s e s  i n c u r r e d  i n  s u c h  f i n a n c i n g ;  

6. N o t h i n g  c o n t a i n e d  i n  t h i s  O r d e r  s h a l l  be c o n s t r u e d  

as a f i n d i n g  of v a l u e  fo r  a n y  p u r p o s e ,  or  a s  a w a r r a n t y  o n  t h e  

p a r t  of t h e  Commonwealth of K e n t u c k y ,  or  a n y  a g e n c y  thereof ;  

7 .  The C o m m i s s i o n ' s  Orders of November 13, 1980, 

October 6, 1982, November 19, 1982, and  J u n e  29, 1983, i8SUQd i n  

Case N o .  7990 s h a l l  r e m a i n  i n  f u l l  fo rce  and  e f fec t  e x c e p t  t o  t h e  

e x t e n t  o f  a n y  c o n f l i c t  w i t h  t h i s  O r d e r .  
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Done at F r a n k f o r t ,  K e n t u c k y ,  t h i s  29th day of October, 1985. 

PUBLIC SERVICE COMMISSION 

ATTEST: 

Secretary 


